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HYDRO BRLSCTRIC INQUIRY COMMISSION. 


PARDTAMENT BUILDINGS, TORONTO, 
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re GOP Sey OR et mi we ay Ste A eh a oy Oe Ee ae 


PRESENT; 
W. D. GREGORY, 8SQ., Chairman. 
M. J. HANEY, BSQ., Commissioner. 
LLOYD HARRIS, HSQ., Commissioner, 
R. A. ROSS, ESQ., Commis sioner. 


F, A. GABY, ESQ., 
Representing the 
W. W. POPE, BSO., Hydro Electric Power 


Commission. 
R. fT. JHFFERY, ESQ... 


Re CENTRAL ONTARIO SYSTEM ana GUNSRAT SUBINCTS. 


THOMAS MoGARRY, Examined. 


TH CHATRMAN; Mr. MoGarry, we had a hearing some time 
ago about the Central Ontario property bought by the Ontario | 
. Government, and you were away in british Columbia at that time, 
so rather than bring you back we let your examination stand 
over until now. 
MR. McGARRY: Yes, I am very grateful to you for that. 
I was served before I left, but I had an appointment with 
aman from Japan who was on the ocean, end I could not stay 
to give my evidence, and I thank you for the opportunity 


now afforded me, What deo you wish to know? 
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Q--You were Treasurer of the Provinee of Ontario in March, 
Loko) T A--Yes. 

j--Woula you tell us what you know about the acquisition 
of this plent of the Central Ontario Power Comnany by the 
Ontario Government ? A--Yes. For some time people in 
Eastern Ontario, and particularly those concerned with the 
Seymour Power Company, a8 it was known then, were advocating 
the acquisition of that power by the Hydro-Electric Commission, 
or by the Government. | ‘ 

It was claimed by many peonle throughout Eastern Ontarié 
that the Government was paying too much attention to the 
Niagara Peninsula eda Western Ontario, and none at all to 
Hestem Ontario. Delegation after delegation came to the 
Government e 

j--From where, Mr. McGarry ? A--Prom different towns 
in Eastern Ontario. 

Q--In this Central Ontario district ? A--Yes. When I 
say Eastem Ontario I include that portion of the Prorince 
east of Toronto. These delegations had been coming to the 
Government long before I became a member of the Government. 

I understood that the Hydro Electric Power Commission 
and the Seymour Power Company had been negotiating for some 
time prior to 1914. In 1916 it became evident that they 
were not going to be able to make an agreement through the © 
Hydro-Electric Power Commission, sand the Governmet decided, 
aS a.matter of policy, that #. would step in and use its 
best efforts to make a contract. 

Q--hat was the difficulty in the Hydro not coming to an 
sercenent itself? ? A--That I won't say. I assume it may 
have been temperamental more than mything else. 

Q--What do you mean by thet, temperamental on the part 
. of the Hydro ? A--On the part of theperson who was 


negotiating for the Seymour power, snd on the part of the 
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person who was negotiating for Hydro. They had differences, 
and those differences became acute. | 

3--Would that be the President of the Seymour Power 
Company? A-~-Yos. 

y--And the Chairman of the Hydro~Hlectric Power Commission? 

A--Yes. Now, this is all hearsay, because I was not present 
at any of those negotiations, and I am speaking of the réport 
which came to me as a mamber of the Government, and we 
decided to acquire that power, snd Mr. Ferguson, the Minister 
of Lands, Forests and Mines did most cf the negotiating. 
I was not brought into it until the day the agreement was 
signed, whatever date that is, I think the 16th of March, 

Q--The 10th of March ? A--Whatever the date of the 
agreement ig. I was called to Mr. Ferguson's room, and there 
were representatives -- 

Q--That would be here in the Parliament Buildings ? 

A--Yes, here in the Parliszant Buildings. 

Q--There were representatives of the Hydro there f 

A--Yes. if I recall rightly Mr. Pope was there, 
possibly Mr. Gaby, and Mr. Lynch-Staunton who was acting as 
Solicitor, and hi. Strachan Johnston representing the 
Seymour Power Company, and probably Mr. Colville, is it, I 
am not familia. <ith the name, but I think that is it, the 
Menager of the Seymour Power Company. 

Q--Would that be in the morning or afternoon ? 

A--When I was called in it would be the afternoon. I think 
they had reached this stage: That the Seymour E OWe 34 |. 

Company was willing, at that time, to sell out for $8,350,000 
cash, and include the North Bay plant, $8,350,000 cash, 
or its equivalent in bonds. At that time, its equivalent 
4m bonds would mean a bond at 5 years 53 per cent, because 
money was costing us almost 5% per cent in the market then. 


I was consulted by Mr. Ferguson, a: ting for the Government, 


Digitized by the Internet Archive 
s in 2024 with funding from 
- University of foronto = 
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as to what my opinion was. He told me then that Sir Adam Beck 
had recommended the acquisition of this power by the giving 
of bonds, 50 years 4 per cent. 

Q--For 98,350, 000 ? A--$0,%50,000. Well, I camot 
speak as to that amount. I am speaking as to the term, only, 
because that is what I was called in to deal with. 

Q--That is what Sir Adam's letter states ? 

A--I have no doubt that is correct. I have no idea of the 
date of that letter. The Seymour Power Company would not 
consent to anything except a cash proposition of $8,350,000. 
I told Mr. Ferguson that I would not consent, as treasurer of 

ne Province, to provide $8,350,000 then, because we had bee 
forced to go into a now market in 1914 for our money. We 
had to educate the United States financial mam before we . 
could get them interested in Provincial bonds at all, because » 
there never was a bond sold in the United States of the 
Provincial Government until after 1914. In view of that, and 
in visw of the amount being so large, because at that time 
it was considered quite a large sum, I refused to discuss any 
eae of paying cash. 

Then Mr. Ferguson asked me son ae we could do, and I 
went up stairs and consulted with some of the officials of my 
Department, ad consulted with some financial men outside of 
the Department as to their views, md I hai strong views my~ 
self, ana my views were that in ten years, when the War 
Roukd be over we would get back to cheap money again. ‘The 
history of the Province, as disclosed in the financial state- 
ment, shows that the borrowing up to 1914, by the Provincial 
Government, was all at 33 per cent and 4 per cent, with one 
exception. On one occasion, in 1913, they paid 43 per cent, 
but Be par cent was the usual rate for a number of years. 
 Q--I thought it was 4 per cent? A--No. You will find that 
we borrowed, I think about 1913, mostly at 34 per cent. The 
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records will show it. I cannot Speak from memory now, you 
know, but the records will show in the Department. Now, then, 
my own judgment was that we would get back to lower thm 

4 per cent by 1930, and I said it on that occasion that we | 
would get back to cheap money, and I make that statement now, 
that by 1930 we will be back to a lower rate of interest 
them 4 per cent. I told Mr. Ferguson thet, on the merits of 
it, I thought it would be better for us to give bonds for 

“10 years at 4 per cent, because I had in view if I should be 
Treasurer of Ontario, or should have anything to do with it, 
the consolidation of the debt of the Province after the 

war weS over, that was the reason the bonds were given for 
ten years at 4 per cent. 

Q--It might be just as low in 50 years -- 

A--I say it was far better, in the interests of the 
frovince, to make the terms ten years, because we could borrow 
at a cheaper rate than 4 per cent. That was my opinion and 
my firm conviction. 

Q--It still is 7? A--It still is. I um absolutely serious, 
and I am willing to back that up if you are sporty enough to 
make a bet with me. My reason for that is, the Dominion 
Goverment borrowed money prior to the war at 44 and 5% per 
cent, and the reason of the difference between the Dominion 
Governnent bonds and ours was not that the bonds of tne 
Yrovince a@f Ontario were not worth the money, 2nd were not 
perfectly good security, but because the Provinciel securities 
are not on the Trustee list in England, and Dominion securi- 
ties are and, in view of that, a trust ec could not lend to 
the Province. Now, then, we had taken the position that 
the Province, in view of its part in the war, was entitled to 
be placed upon the Trustee List in England. I attended the 
Inter-Provincial conference in 1918 and presented the views 


of Ontario, and had the assurance that the matter would be 
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followed up. I do not know how far that has. been,followed up 
by my successor in office, or by this Government, but I 
think it should be followed up, and that Ontario securities 
should be placed on the Trustee List in Ensland, and if that 
is the case we will borrow money at 3 per cent before 1930, 

Q--It seems quite practical to get them to do that? | 

A--Yes, it certainly is, and I am not saying this in any 
political spirit, because I have besn out of politics for a 
long time, and I have broadened out, so that I am making 
a statement of this kind -- 

Q-~What was the objection -- perhaps it is not very 
pertinent to this -- but what was the objection raised over 
in England to putting the Province on the Trustee List ? 

A--I will tell you the reason: The Wreasury Board of 
England have the right to place them on the Trustee List. 
They have an Act called the Colonial Act, and for that one 
reason they insist upon the British Crown having the right 
to veto any Bill passed by the Province of Ontario. The 
right of veto is in the Dominion Government and the Dominion 
Government does not want to give that up, but that can be 
overcome, we are hopeful, by special legislation passed 
by the three Parliements, and it must be overcome. There 
isn't a Province in this Dominion whose securities are on 
the Trustee List and, as a result, we have to pay three- 
quarters to one per cent more interest than any other Colony 
in the British Empire. 

Q--The British Government has no more power to veto Acts 
of Australia than Canada ? 

A--I am speaking now of fimanoial Legislation. HEH would 
be reserved, within certain bounds, but they have the right | 
under the Trustees arrangement, to veto finsncial legislation, 
otherwise they would be put off the Trustee List. 


Now, then, coming down to the agreement that wes made, 
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the position taken by the Seymour Power Compmy was that 
the 50-year bonds were of no use to them, and everyone of 
you gentlemen sitting there, being familiar with financial _ 
matters in 1916, know that you could not sell 50-year bonds, 
or 40-year, or even a 20-year bond in 1916. The longest 
bond that we were able to put up for the Province, was a 
Beyear bond. 

Q --You haven't got to sell them, you just have to hand 
over the bonds ? A--I am speaking of the position taken 
by the Seymour Power Company. They said "We are not going to 
accept 50-year bonds, we want to place our shareholders in 
tne position of being able to cash in their shares? 

Q--The Seymour Power Company was the Sun Life of Montreal? 

A--Well, neither you nor I know to what extent. I would 
imagine the Sun Life had loaned up the full value of the | 
securities they heid, and that once they were selling out, 
having to part entirely with their security, they wanted to 
cash in, and to prove that that was their desire, when we 
issued those bonds they wanted leave to go into themarket 
at once and sell them, and I refused to clwe. I think you 
will find, if you look up my Departmental records, that IT 
wrote a letter to the Seymour Power Company, to Mr.Johnston, 
telling him that these bonds must not be offered for sale 
without my consent being first obtained, because we were 
going into the market for necessary borrowings in the 
interest of the Province, and I did not want those bonds 
to Biko into the market against mine when we might have 
required money badly. | 

Q--Did you ever give your consent, Mr. McGarry ? 

A--Oh, yes, after a good many denials, and I must say that 
I nearly fell out entirely with Mr. Johnston, the President 
of the Company. He was so persistent in asking for leave, 
and I was persistent in refusing until I could see my way 


clear financially. 


Res ere eh iy , 
rae Rpts te ‘ 


a et ae | . Sate ji 1 7. 
is ft 
on i Wet 


ae oe 


A s eaoerae bos 5 cnet 0 of oo on 10 oxew 2 ‘ 
- Eatomwntt ait xaitiant aatod erent warts 


ete? aot eos pee 30 anal ns ot 
ne Bates, tom ote om bias ven | Rink 


ek | ‘eoteia node a ‘dase “oa date “guibd +6 i 
: “Yiaots om to. shit ay? ol aaw ensgned a0 swayed : 
} _Afiow ie, _etaedhio ial si worth r ‘tom s0%: “of d bat sa 


een co ti os ; gene: see. evita teat bag + ytdad 988 es 
: ot hoo mia odd “Beiogg at at ate ponte tog ot : 
Ber ew teste wiles! abode aoe fasts dads overs od. ‘Si, ce 
teater “edd of at og. ot evael hod ode absod ee a 
10%, ats . 7 “e wie ot beenton * ae asin ‘tee ba ot 


7 etew sw caunood™ to at ie tant? “antes $sioeHo0, oH tuo ¥. 
| add Bh egatwosrad etaaitesod 20% “toalti: ere ‘pdt ; 


s abitod oe dé. do.aw Som itd. T Bk. ion aivont od $ to. foros 


, oath at youths sretepon 
in ae) 
ge ¢ qesafott te trig 198 mG ovis SOT st0% Pedang a % 
ted? wae taum I, Sind atataeh syckayan hoog B 94 Fs . Rag HO--& ao 


Snot taext ait. snotniztio’, eek Alp. wLoxt wa tuo {fot er 


ove al xo% spicata Ssadasass Oo. an oH 


ee : ; Sale 
boos yaa . Ata. " 


-£149— 


Those are the circumstances under which the agreement 
was made, and I still say -- and I think time will prove -- 
that we saved money to the Province by making those eee 
only ten years. I read the statement while I was in VYritish 
Columbia, in a Toronto paper of Mr. Bonthron, I think they 
Called him. I suppose he is your financial adviser. 

Q--Mr. Bonthron is with Price Waterhouse & Company. 
A--1 mead hie statement with regard to the amount of money 
lost. 


Qe-He mentioned the differenoe between the value of a 


10-year bond at 4 per cent and a 50-year bond ? 


A--Of course, that statement was not clear to me without 
knowing at what rate he figured it at. | 

Q--He figured it at 4 per cent ? A--What was he figuring 
the difference Fh rhe 

Q--I fency at the price that bonds were selling for at that 
time. 

A--Six per cent ? 

Q--Five per cent? A--I would figure it just the other 
way if I was figuring it, that is, I would figure that we 
cae a at the end of ten years, get money at 3S per cent, 
and I would say we are, therefore,Saving one-half per cent. 


My juégment is well strengthened, in that connection, and I 


- thank at that time the Gyvermment showed some sense. 


As I have already said, my opinion is that the debt of 
the Province should be consolidated by Special Act, after 


money comes down and after exchange becomes normal, end that 


they shovld consolidate and float a loen extended over 50 


or 60 years at a rate which, I think, will be below 4 per 
cent. 

Q--And which you are willing to wager will be below 4 
per cent ? A--By 1930, yes, I will wager. I said by 195C. 
When i made the contract in 1916 I felt that by 1926 money 


would be below 4 per cent, and it may be, but remember we 
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were all hopeful that in 1916 the war would be over, at 
least I was, and it wasn't over for a couphe of years. 
However, I am willing to say still that I belicwe in 1926 
money will be below 4 per cent in this Province, unless our 
credit is destroyed in some way, ané it might be. 
COMMISSIONER HARRIS; Q--How ? 

A--In different ways. I would not like to be personal, 
Mr. Harris, what I have in my head, but there are different 
ways in which it might be destroyed. I 40 not wish to 
express those views. 

COMMISSIONGR HANEY: 4Q-~-You are out of politics now ? 

A--Out altogether, yes, but I might get in egain if I saw 
things going to destruction, or anything like that. I am 
still a resident of Ontario, you know. 

COMMISSTONER HARRIS: I thought the fact of your getting 
out had broadened you out ? 

A--I had broadened out by living in another Province where 
they have got no Hydro~Electric energy and where they want 
it badly. I have often thought that while Sir Adam Beok 
and I differed very often personally, after my residence in 
British Columbia, he was right and I was wrong, 

Q--They have other lines out there that have quite a 
broadening effect too ? A--Oh, yes, other lines, ané yet 
they have not induced me to remove there, 

THi? CHAIRMAN: You go there frequently ? 

A--Oh, yes, I do, but I always come back. | 

j--Mr. McGarry, did you make any investigation as to the 
value of this plant that you were purchasing? 

A--None whatever, I had nothing whatever to do with that 
part of it. As a member of the Governmmt, we passed on it 
when the recommendation came in. 

4--It was an wnusual thing for the frovincial Government to 


buy these utilities, strect railways, gas plants, pulp mills 
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and flour mills ? A--Quite so, quite unusual. 

Q~-Well, you would have to have pretty strong reasons for 
making such ge radical departure in your policy ? 

 A--Wehad. 

Q--Those sort of things might not strengthen the credit 
of the Province ? A--They might not if yonwent far enough. 
That is a question, however, to determine after this industry | 
hes had an opportwmity to prove itself. I would not say 
thet since 1917 down to now any industry should be judged 
on the record made during thet time, because the time was 
unusual, and by the way I read Mr. Bonthron's figures with 
regard to losses on this system, and if I were judging that 
I would say that the time should be taken into consideration, 
the increase in cost of everything, cost of wages and material. 
I say it is not a reasonable *t4me a lagi the years 
from , say, 1910 dow to 1914° ‘from 1916 to 1920, 

I wouldn't do that. . 

Q--Was it the intention of the Government, when it made 
this purchase, to continue to keep the ownership of the property 
in itself ? A--No, that was not the intention of the 
Government. The intention of the Government was to acquire 
it, to hold it and let it be administered by the Hydro 
until such time as we would be eble to bring it under the 
regular Hydro Act. 

Q--Ami it was the intention that it should be brought 
completely under the Hydro Act? A--That was my und«retand- 
ing, yes, that ultimately it would be brought under it, but 
the Government would have to first get rid of these industries, 
ene you could not bring these under the Hydro Act. 

Q--You think it was well to get rid of the industries at 
the first favourable opportunity? A--That would be my 
judgment. For instance, the pulp plant. If I had been 
menaging that I think I would have sold it in 1920 when the 
pulp industry was at the peak of its successful run. 
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COMMISSIONER HARRIS: Q--And when they had a good offer? 

A--Yes, I think I would have sold it then, but the people 
who were managing it had a better idea of it than I would 
havee IF am in the pulp business now -- 

a--Did you ever know of a Govermment selling anything ? 

A--How do you mean ? | 

Q--Selling anything that they had acquired ? 

A--Why, yes, they sell stamps, for instance. Of course, 

they sell things. 

- Q+-When they acyuire a railroad, or anything of that kina? 

A--Well, they might sell the 7. & N.O. At least. at the 
time I was a member we would have aold it if we had got enough. 
But you think the Government would be @ poor dealer, is that 
the idea, Mr. Harris ? 

g>=The y never seem to know enough to sell anything they 
have got ? A--That is quite possible. Speaking seriously, 
however, I think that they should wait till we are back to 
& normal condition before they offer the industries for sale 
that they acquired. 

Q--Why should the municipalities buy those industries? 

A--The municipalities don't buy them. 

Q--The Government bought them for the purnose of turning 
them over to the municipalities ? 

A--Not the industries. 

4-~The power plants ? A--That is a matter that would 
have to be worked out with the Hydro. I confess that I do 
not know how they do it. 

Q--Every other system is under the Hydro-Electric Power 
Commission of Ontario. The Central Ontario system is the only 
one that is not. The municipalities have a signed agreement 
to come in and assume the liabilities. If they assume all 
those liabilities the Government is under no liability at all. 

A--No, but they put up the cash. 
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Q--The Government puts up the cash, they are acting as 
Bankers. Here is-an instance where the Hydro and the 
Government both depart entirely from the policy that has been 
jin operation ever since Hydro commenced, 

4 The Hydro was not in line with us on that, that is my 
own judpment, but the Government determined to relieve the 


paople of this section of Ontario, by buying that power, 


and when they had %# in such a position, they could turn 


~~ 


i 


it over to the municipalities, That was my opinion. 
Q--Why should the municipalities and the people being 

served by the Central Ontario System ever consider buying 

those things from the Government ? A--Why shonld they 


eonsider it ? 


q--Yes. A--Well, I don't know why they should. I know this - 


Ea =e —- 
Se a ee ee 


j--They would be foolish to do so? A--I grant you 


that, but the Government ean carry on the Central Ontaric 


ee ee ee ee 


System without the people taking it over if they don't wan t 

. to take it over. The Government has put up all the money for 
the development of Niagara Falls, and those enterprises, and she 
-—s only way in which they are vested in the municipalities is 

, because under the Hydro Act they are liable. 

| Q--The municipalities are liable ° A--Yes, but in the 


meantime it is all Government money that is in there. 


| Q--I know, but it has to be repaid by the muntoipald ties. 

) Here is an instanee where the people don't have to repay it. 

’ A--They will have to repay it, and you aS private owner of 

, an electrical enterprise know very well thet when you are 
figuring on the cost at which you can sell electricity, you 

! are fixing a price on your money, aren't you, and its 

; | depreciation and return. 

j--Yes, but they are not doing that on the Central Cntario 

: system? A--They will when they get back to normal times. 


F Q-~How can they ? A--They can do it easily enough. 
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oe | don't see how they can? howe you wait you will find 


out. I have in my mind what we had in view when we bought it, 


that if the municipalities decided they would not take it 


later the Government can continue running it. 

Qe-Under all the othsr Hydro systems throughout the 
country the Hydro scheme and policy calls for ene repayment 
of any costs that have gone into this, but the Centrak Ontario 
doesn't. 

A--But there are some systems under the Hydro act in which 
they are not repaying costs. I think Windsor is one of them 
and the sinking fund was ceferred there because that line 
was not able to carry the lozd for a number of years -- 

3—-In all cases, if the Hydro desires to do so, they can 
postpone the payment of sinking fund for five years, that is 
allright, but here there is no sinkiny fund provided for at 
all under the ict or anything else, I mean, in the Centrak 
Ontario System ? A--Because the Government own that 
whole system. 

THR CHAIRMAN:  --Yes, but why should not sinking fund 
have been provided to meet, at any rate, ovart of the bonds? 

A- Not yet, I wouldn't provide any sinking fund yet. 

Q--Ali the Hydro plants throughout the Province are 
operated that way ? A--You are mistaken as to that. 

Q--I say all the Hydro wmdertakings are contributing to 
sinking fund after the period of five years ? 

A--Well, after & Dentaie period, yes. 

COMMIS ZICNVWR HARRIS: -j--Under the Act, they have to do it. 
There is no provision at all in this Aot for providing sinking 
fund. 

j--T know, becavse this does not come under the Hydro Act. 

Q--That is a new policy, created by the Government at that 
time ? A--Yose 


---An entirely new departure from the Hydro policy? A--YeBe 
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Q--For instance, all these people in Brantford and Hamilton 
and all those other systema, think they are discriminated 
against, all the way down the arate A--All right. 
The pedple were satisfied to be put. in that position. 
They knew we were doing that. 

4--Who knew 7 A--All the people from thesedifferent 
towns served with Seymour power. 

w--Oh, yes, I should think they would be delighted, 
because they have no responsibility or liability ? 

A--The main thing is to satisfy the people of the whole 
Provinee, and the people of Bastern Ontario had nothihg, 
while you people in Hamilton and those other towng in 
Western Ontario, all through here, were getting your 
electricity -- 

a-~They were getting the same electricity as they have got 
Since ? A--~Pardon me, they were not satisfied with the 
powerat all. 

Q--Are they satisfied with it now ? A--Well, I hope they 
are 

{--They come here and say they are not? A--Well, you 

-have that edvantage over me. I know this much, however, 
that 1f you will wait you will find that the Hydro-Electric 
Power Commission will make the Seymour Power Electrical 
Development as successful as any other, but I say that the 
results have been judged or four or five years that 
are not normal and that is not right. 

COMMISSIONGR R. Ae ROSS: Mr. McGarry, Mr. Harris has 
brought up the question of discrimination against Brantford 
and other places. Brantford pays sinking fund ? A--Yes. 

Q--And Brantford has that returned to it in owner ship? 

A--Yese 

Q--Do you find any discrimination there ? A--No, I don't, 

Q--The Central Ontario System is. owned by the Government, 


ie rH Biv mid dens . 
sal bas Sect nt ee neo! 
tantnt ont ‘ats yond Se ae aoodena t | 
J atdabt £fkea 8 oakl 988 swe ews 2 
sang diet tartd xk tag of ot pot taltae te caw ee 
eae Bade antot one ow vom 
disoae is Boaedt ost etgoeg, odd Pike k ¢ weed 0 4 . . a 
cs Some swomgat aodw horroa gawod 4. | 
Bosal 68 ed. ‘luow edd. ek a bixoda x bf ey ae ‘ | 
Aap wah ind att. “9 at Lidhenodaa om aved “yen estnoed 
todw out ‘to atgcng alld, qinitee oF at itkalt then ath, “a 
{gdiadon Bad: 04%. ig 90 desed att, “td ptaoet. alt hate, oomtvort 
i namod tagite anoint, Sete so Lhianti ab: ‘sttesq: 10% ‘sitan! 
hiog ania whew ote = sue ob tetae weradeew. ee 
Ce Mg? oS VEE Soa eee ae alate 


' boty, 
ied 


yi, 


Ors aah od: a “eaotaige ste eat. at tea « ent yout? mus 
ee a bol tet shal Fon Oa on « it opted ak, ae | 
| on Ric CMON ay A era ee hag : nt i eat rest “tetowog | 
$ acod Tl eWeek), $ word. it bw bottaltan aid ashore: 
‘ane | : eae aia ; iin Sa puns f ; oh Ps: : | gate mi 
HOU cLfoWeed.|, Tom eta Node Qan E ime ated amng odtan 5, a 
rave woe. rower: ai dd” wont. h ry aye eas thevba dade awed 
rica limos. add dard. Sntt, ALES: 8%, thaw. FELH SON at tadd 
ERE xgomyen one . pape Sitw ot on 08, x0N0T 
dt todd ae Ff gud Roto, Yow. as Autee COOH 28 “Hyamqed ave 
. ta ne HEHE ened 16 aro. ae feghal 6 ed Rahal adinaes” 
hae ae Ce ad! test doe fearon ‘tox sta 

‘at grenade o ME: Cet soout me ae HO <a). A ary (OT 8OE2 9300 | 
OR tans .tectheg 8 “no ht eu uae 5b. to Moldsenp edt 3 Sigeout 
+8akeoh OS Seok gat Anka, eta sole ned nape lit, todito bas 
| faitetwieve at thot f Set MHI ONE tagd asd bug ities fithe~9 
Pore SOR Le Ne paar ea i) ue ah oYank 


‘ob I ,@i--A ¢ etedd.: “an autatyea be, ita, boas 90% oan Qi 
eeebers er 0% edt yd Beir at net aye odratad tartaed ait=-o 


“21L56— 

and the Government charges nothing for sinking fund ? 

A--No, not yet. | 

4--If it charged for Sinking fund who would get the benefit 
Crit 7 A--Who woulda get the benefit of the -- 

Q-~-Of the sinking fund ? A--Nobody would get the benefit 
of it eventually. 

a--Wouldn't the municipalities get the benefit of it in 
ownership? A--No. They will do the same thing with this 
plant, if they want it, the Central Ontario Will collect 
a depreciation account out of the users of powere 

THE CHAIRMAN: They do that now. 

‘A-~Probably not enough. What I an trying to work out is 

this: We paid $8,350,000 for the System. You have 


certain interest charges and depreciation churges, end what 

i say is that, in the course of e number of years, the 

L Government will be paying all that money back out of the 

} users of power. | 

| COMMISSIONER R. A. ROSS: And the municipalities will 

own the properties ? Aw-They will not own the property 
unless it is taken into the Hydro Act that Mr, Harris spoke 
of a moment ago. It will be owned by the Province --. 

Q--There was some reference made to the plants not paying 

: their indsbtedness outside of sinking fund ? A--Yes. 

J--Are you aware there is a surplus there of a miltion 
dollars ? A--Where ? 

Q-- In the Central Ontario System ? A--No, I wasn't aware 
of anything about it, except what knowledge I gained while I 
was &@ member of the Government. I =m speaking generally now, 
I have gotten into an argument on something thre’ I don't 
know very much about, in fact, I know nothing about it. 

You see, it is several years since we took it over. 
Q--I want to remove this idea that may be getting to the 


papers that they are being discriminate’ against, because I ’ 
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don't think they are personally. 

&--Who  3re beings discriminated against ? 

~--The other municipalities. 

COMATSSIONDR HARRIS; Of course they have been, unless 
the Central Ontario System is brought under the same regula- 
tions and policy as the other systems. ‘Take Kingston, for 
instance; Kingston has a contract with the Hydro for the 
use of power that they supply from the Central Ontario System. 
It has been urged that certain legislation be passed and this. 
thing turned over. Kingston says we won't take anything 
eise because we have a contract with the Hydro for a period 
of years under whichwe get ov power at a fixed price, we 
are satisfied. They haven't to sasume any liability at all. 
Isnt that a discrimination against those municipalities or 
cities who have to pay a sinking funé? A--I don't think 
so, I don't think that is my discrimination at all. 

a--I would consider it so. Take two individuals, for 
instance, sunnosing I made a contract with one power concern, 
and I get my power and they state your contract must be that 
you pay sinking fund, and so on, at a period of time you 
will own your interest in this plant. Another customer says 
Well, no, you give me that fixed rate as the price of power, 
and I have no liabilities at all, I have none whatever, I will 
stick right to thet. | I think that the mam who hes got his 
fixed rate of power there without any liability at all is in 
& Lee position than the man that has a liability? 

A--When you are speaking of the man who is paying sinking 
fund you are speaking of the man who comes und«r the Hydro Act? 
Q--Yes. A~-In the other case you are speaking of the man 
who ee under the Central Ontsrio Power Company with the fixed 

rate, is that the ideo ? 

Q--Yes. In one case, the Government is financing the 
proposition, and in the other the municipalities are? 


A--No, but it will be up to the Hydro-Hlectric Power Commission 
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if they find that the towns concerned in that development 
do not wish to acquire the system and come under the Hydro 
Act, when they are in a position to transfer it, to place 
rates againat those who do not come under the Act which will 
be fairly adjusted in compliance with the position of the 
other municipolities themselves und<-r the Act, bearing in 
mind always that the municipality under the Act is acquirirg 
the right to the power. Por instance, in Brantford if you 
are paying the sinking fund, or paying towards the sinking 
fund, you are acquiring an interest in the Hydro-Hleotric 
development in Brantford whereas the man in the Central Ontario 
district is acquiring nothing, md in twenty years is no- 
further ahead with regard to ovmership than when he started. _ 
Q--If thatwas your idea, and they were anxious to have Uydro, 
why didn't the Gavernment and Hydro make them take power on 
exactly aN game basis as those other people ? 
A--Why, I om not a power expert and am not here for that 
PUTPOB Oe 
je-I an a'grabber', I don't suppose you are one 7? | 
COMMISSION SR HANEY: Q_-Mr. McGarry, wouldn't the natural 
working out of this system be this way: When the Hydro, in 
its management, reaches a point where it could reasonably 
provide u sinking fund to pay off this Obligation, or the 
obligation of the Government, if they provided for that 
ginking fund, and that sinking fund, naturally, would 
accumulate, the Government would be paid back in a certain 
time. Then in their negotiations with the municipalities 
4% would be shown to the municipalities that this sinking fund 
was provided, and if at amy time they wanted to come in 
under the Hydro Act they would get the benefit of the sinking 
fund which was provided. A--The whole thing can be worked 
out by legislation, as we have worked out a hundred different 
questions. Sassion after session the Act has been changed to 
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half a dozen other places. 
Q--I2 the sinking fund was provided to pay off this 
property, and if the municipalities come in the Gavernment 


could easily arrange to give them the benefit of that 
sinking fund ? A-+~Decidedly so. 

a-~But if they still continued to say, well, we don't 
want to come under the Hydro Act, all right, the Government 
then woud be reimbursed from the sinking fund just the 
same as the municipalities would if they came in ? 

A--juite so, I quite agree with youe 


S. 

| ; 
, 
. 
a 
| 


THE CHAIRMAN; Q--Mr. McGarry, did you make any examina-~ 
tion of the existing contracts ? 
A--Nothing whatever. | 
Q--With the Seymour Power Company ? A--f never had any-~ 
thing to do with that, I had nothing to do with anything, 
| except as to the bonés. 
‘ Q--Who carried on the negotiations on behalf of the 
Government ? A--Mr. #erguson, principally. 
| Q--And who else, anyone else ? A--Well, I don't know of 
anybody else. I mean, I was never brought into it until the 
day the contract was signed. I knew the negotiations were 
going on, and how far they had gotten from time to time. 
Kr. Ferguson reported to the Government. 
| Q--Mr. MoGarry, I think you said that the Government 
took over this property with the idea of eventually turning 
| it over to the municipalities to operate under the Hydro 
System ? ‘A--That is what was in our minds, as members of 
the Government, but it was never put in concrete form, no, 
because our main object then was to acquire it, and if £% 
worked out, as I say, when the proper tine oame then these 
industr ies could be turned over -- 
 QrrHad the Government anything in the nature of & guarantee 
. - from the Me ipad tape jndividually or collectively, 
- that they wver would take over this property under the Hydro 
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System ? A-+I don't know anything as to that, I know 
nothing about that. 

COMMISSIONER HARRIS: It seems strange that, in dealing 
with the Central Ontario System, the Seymour Company, the 
same monet ioeloe he ore awad on all the other Hydro systems. 
Even at the very inception of the Hydro, the Government didn't 
buy anything at that time; ten or twelve municipalities ome 
into it, came to the Government and requested the legislation, 
and those ten or twelve municipalities all went into 
en agreement to take power on such a basis that the whole 
of the money would be repaid. | 

A--But the Government did try to put this under the Hydro- 
Blectrica Systeme This company and Sir Adam Beek had been 
negotiating for a couple of years. 

(Q--Why didn't the Government sit back, no one was suffer~ 
ing down there ? They had chezper power at that time than 
they have had since ? 
ot assume, from what you say, that we should have left 
it alone altogether, 

Z-7-Yes? A--But we had delegation after delagation 
from those municipalities, that is what I am talking sbout. 
We were practically driven into this by public opinion in 
Eastern Ontar fo and, after all, that 18 what a Government is 
for, to represent public opinion and to do what the public 
wants. 

THR CHAIRMAN: Q_-Might it not have been well when those 
municipalities came and asked the Government to act in this 
way to say, We will do go on condition that you will under~ 
take to take this owr later on, we will finance it in the 
meantime if you will undertake to repay the money. You 
say you made investigation ? A~-T made no investigation, 
put the engineers for the Government made investigation. 

Q--1 don't think so? A--Oh, yes. 

COMMISSIONER HARRIS; Only for the Hydre. 
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THE CHAIRMAN; --We are told that the Government 
engineers made no investigation ? 

A--The Hydro engineers are Preity engineers, in my 
opinion. | 

j~-Their valuation of the roplacement values, or the 
actual value of the property was less than five million 
dollars ? A~~-Yeg, but they were willing to pay more 
then that, of course. Yor cannot buy things for replace- 
ment value those daySe You could not buy ony of Mr. Harris’ 
enterprises for the revlacement value. It is nonsense to 
talk about buying poytiie for replacement value. 

Q--Were you aware, Mr, McGarry, that a number of the 
municipelities being served by the Seymour Power Company have 
contracts with the Seymour Power Company that they should 
have the right to teke over this plant at the replacement 
valve, and that that right still exists ,- not the revlace- 
ment value, but physical value ? 

A--fhen the Seymour Power Company, or at least its 
oa eperat were not as acute business men aa I thought 
they were. They wanted very much more than we paid for 
this, you know thet. Their price was very much more than that. 

Q--We ere told that the Hydro's was very much less ? 

A--Sir Adam Beck approved of this offer of $8,550,000 ? 

Q--Yes. A-~Then why do you say the Hydro préce was low ? 

Q--They negotiated with the Seymour Power Company, 

Mr. McGarry, before the Government came in, and the price 
they offered the Seymour Power Company -- 

A~-Did you ever get a dealer to offer his lowest price 
when he was negotiating ? 

Q--Some times ? 4...Very seldom. 

3--He doesn't start usuelly at that 7 A--If I remember 
rightly, the company were asking for ten million dollars. 
fenate von tell me about them offering those individual plants _ 


to municipalities at replacement value is rather insonsistent. 
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Q--Actual physical value. A--Actual physical value ? 

Q--Yes., Those were contracts which were made, I think, 
by the Seymour Power Company when they went in and estab- | 

municin: **ties 

lished their plants at different places. The 
gave them the franchise on condition that they should have the 
right to take them over at a certain time on the physical 
valuation ? A--Well, of course, 1 cannot speak as to ~ 
that. Anything of that kind would be brought to the 
attention of the Hydro engineers, I should think. 

HON. MR. LUCAS: That would be for the local distribu- 
tion systems only, and did not include the main scheme. 

THE CHATRMAN;: Certainly. 

A--With vegard to the price, I say th is: etl that the best 
evidence the Government were able to obtain was that 
&9,350,000 was a fair price Zor it, and we bought i6 
belie véng 4¢ was in the interests of the people of the 
Provines to acquire. 

COMMISSIONR HARRIS: The only report on it was from 
the Hydro ? A--I assume 50, I don't know, I wasn't 
doing the negotiating. ; 

COMMISSTONER HARRIS; T think Mr, Ferguson said that. 

DHE CHAIRMAN: Yes. Is there any question, Mr sLucas, 
you would like to ask Mr. MeGarry, ox you Mr. Gaby ? 

HON. MR. LUCAS; Noe 

MR. GABY: No. 
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HON. De B. LUCAS -~ Hramined. 


THE CHAIRMAN: Mr. Lucas, apparently you were 4 

member of the Hydro-Flectric Power Commission of Ontario 
Va heey ee Sea 

A--Yes. i vi 

Q--In looking up the records of the panne we Pind 
that, by Resolution, certain saleries were voted to certain 
of fic ials of the Hydro, by the Ontario Power Company: 
Sir Adam Beck, $6000, and Mr. Pope and Mr. Gaby $2400 each,. 
am certain payments to others. Have you any recollection of 
thet ? A--Oh, yes, 

Q--Were you consulted as to the legality of that action ? 

A--I don't know that I was consulted. I guite recall some 
consideration as to whether it was legal or note 

Q--There was some consideration ? A--I don't think it 
wes referred to me in any professional way. My recollection 
ig -- and I an speaking now without having refreshed my mina -- 
that there were opinions of Counsel. I have that in my mind, 
and that Counsel were very clearly of the opinion that it 
was perfectly and absolutely legal and proper. 

Q--Do you recollect when the matter was submitted, to Counsel? 

A--Well, no, I cannot sey that I recollect that in detail. 
T am now giving only my best recollection without having 
refreshed my mind since thet in any ty I think it was 
Mr. Kilmer that I talked with most about it, end I think 
it was referred to him professionally, I think aon r f anoy 
you will find an opinion by ifr, Bilmer. 

j--Did you ever pay him for his opinion ? A--I am saying 
“now += 

Q--You think it was done in a regular way ? 

A--I think it went before Mr, Kilmer in some way. 

Q--Have you any idea in what wey ? A--I have always 
head it in my mind that Mr, “iimer's opinion was taken at that 
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time. Now, I may be wrong, it may have been Col.Milo Innes. 


Q--And before the action was taken ? A -I think so. 

Q-~O£ course, you are aware of that section of the Act 
which sars that the remuneration of the Commission is to be 
fixed by Order-in-Council? A--Oh, yes, that is under the 
Eyvydro Act. , 

S--Yeos.e Well, this was taken under the Hydro Systen, 
wes it not ? A--This was the Ontario Power Company of whith 
i. we were the directors. 

qt Was part of the vroperty owned by the Hydro? 

A--The directors had full authority to deal with the matter, 
end my recollretion is that Counsel was taken as to whether 
there was any limitation, and the view was not, and I think 
that has been dealt with at a later date. 

Q--In what way ? A--Vhen the Ane tbe were increased. 

Q--In what way, dealt with by whom ? 

A--By the Commission. 

Q--By anyone else but the Commission ? A--With the 
knowledge of the Government. 

Q--Was an Order-in-Council ever passed sanctioning then 

A--I don't think that is required. 

Q--Well, was it ever passed ? A--I don't think so, it * 
would not be required. | 

Q--Was there any Gomaunigation between the Hydro and the 
Government about it ? A--I have always undorstood so. 

THE CHAIRMAN: Was there, Ir. Pone ? 
MR. POPE: I cannot say offhand. 
THE CHAIRMAN; You ought to know, as secretary, if 
there was? / 
| MR. POPE: I haven't had an opportunity of examining the 
records. 
THE CHAIRMAN: Could you let us kmow ? 


MR. POPE: I think there were verbal communications. 
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THE CHAIRMAN: Could you let us know if there were any 


communications? Wouldn't you have some knowledge of it ? 

MR. POPE; They would be on the files, unless the 
Chairman had it personally on his own file. I don't know 
sbout his file. Your people had access to all the files. 

TS CHAIRMAN: But your files are s¢ “oluminous we 
might miss finding anything of that ind there, 

BM. POPE: 1 would have to go through them just the same 
as your people would, ; 

THE CHAIRMAN: If there ig anything there you would be 
able to find it ? 

IX. POPE: I hope so, 

THS CHAIRMAN; Will you look it up, Mr. Pope ? 

MR. POPE: I will. : 

THE CHATRMAN; This is rather an important matter. There 
is $16,000 a year. 

MR. POPE; I didn't get $2400. 

THE CHAIRMAN: You are getting that now, aren't you ? 

May SOEE +); NO airs 

THE CHAIRMAN: Those are the figures secured from the 


- 


accountant. 

MR. POPE: ¢2000. 

THE CHAIRMAN: W.W.Pone #2400, 

MR. POPE: No. 

THE CHAIRMAN: #. A. Gaby %2400. 

MR. POPE: I didn't understand that I was getting 
~2400, I thought it was ¢2000. 

THE CHAIRMAN: You ought to know. 

MR. POPE: I know what I a getting in total. 

HON. MR. LUCAS: What I do know, Mr, Chairman, is, that 

. the old Government had full Imowledge of it. 
THE CHAIRMAN: Q~-in what way, Mr. dusas? 


A--Well, I was a member of the old Government, end it was a 
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matter of discussion. 3 
Q--A matter of disonssion, but there was no written communica- 
tion that you know of ? A--So0 far as I know of. 
Q--Isn 't it rathcr unusual where the section says it 
nust be fixed by Order-in-Couneil -- A--That is the Hydro | 
Llectric Power Commission, 
i--Wasn't this fairly a part of it ? 
pe ie yas & company they had taken over. I know the 
Government had knowledge of it, and I think when the 
Salaries wore increased the present Government had the sam 
Enowledge, and there was some discussion. 
Q~--Assuming for the moment that it was lecally right, do 
you think that it can be justified on other grounds ? 
we Clarkson told us the other day he wouldn't have talen it 
without the formal consent of the Government to it tf it had 
been voted to him ? A--I was &@ member of the Government 
at that time. The Government had full knowledge of the 1916-17 
arrangement, and I am saying agnin that it is my understanding 
that the present Government had the same knowledge of the 
inereases mae since this Government came into POWEX ¢ They): ) 
certainly officially had, because there was a member of the 
Government there supporting ite 
Q--May be officially, perhays. Surely where thore is a 
large expenditure lie this, and the question is raised as 
to its legality, the action of the Covernment or the 
Commission must be bound by Order-in-Council. Mere conversa- 
tion with this man and that man in the Government is hardly 
Sar -isient. ia it 2 A--I think it is. 
Q--You think it is ? A--¥Yes, in a matter of that kind, 
entirely so. 
{--With whom did you discuss the matter ? A--Vith the 
member of the Covernment. 


4-~-Whoe? A--Col. Carmichael, 
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aed haenioe the old Government ?— A--I cannot tell you 
that, and if I aia it wouta not be proper for me to disclose 
it asa member of the Government. I know what the Govexnman' 
knew. a 

Q--Well, on that ground do you decline to disclose with 
whom you took it up ? A--I have no recollection, but I 
think every member of the Government kmow about it, 

Q--You have no recollection ? A--Of any detail. 

Q--You are not aware whether you spoke to menbers of the 
Government or not ? A--I sm aware it was a matter of dis 
cussion around the Council Chamber. 

@--and it was discussed in Council ? A--It was talked 

about, and they had knowledge of it. (I am not giving 
you any details as to who were present when it was discussed, 
d-~Did Sir William Hearst know about it ? A--I assume so, 
but I don't know, | 
COMMISSIONER R. A. ROSS: Do those amounts appear in 
any public documents ? A--The Government Auditors, of 
course, were there to check them up. 

Q--The reports of the Commission? A--Yes, the 
Government Auditors, | Sle 

THE CHAIRMAN: --Who are the stodkholders of that 
company ? A--The Stockholders, I assume, are the 
Government. | 

THE CHAIRMAN: Mr. Pope would know. 

MR. POPE: Hydro. Thera were a certain number of 
shares outstanding for a number of years, but they have 
&ll been secured since, 

THE CHAIRMAN: Mr. Pope, how much stock stock 4s 
held by the officials ? | : 

MR. POPE: Just sufficient to qualify then os 
directors. 


THE CHAIRMAN: That would be how many shares ? 
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A--Two shares. 

Q--So0 that the number of shares held there would be now 
many ?  A--Seven of them, I think. 

Q--That would be fourteen shares ? A--Yes. 

a--Now, who held the other shares ? A--The Hydro- 
Electric Power Commission. 

ja= Sat would be the shareholders then ? A--Yes, sir, 

i--Was there ever a shareholders’ meeting called ? 

eae Siz, many of them. ha 
j-cAns was the ection of the directors in voting this 
money to themselves brought before the shareholders ? 

A--Yes, sir, and approved of, 

4--Have you got the record of that ? A= -YOs,) gir, You 
will find it in the Minutes, approved of by the stock~ 
holders, 

Q--The gixecters aid stockholders represented at the 
meeting would be exactly the same ? A--I am telling you 
how the stock was held. 

Q--And who represents the Hydro-Jlectric Power 
Commission at the meetings ? You said that all but those 
fourteen shares wore held by the Hydro-Hlectric Power 
Commission ? A--it would be the Hydro Commissi on, 

Q--Yes, but some person would have tc at a ballet for 
them at the shareholders! meeting ? A--I cannot just tell 
you the details, the minutes would show. I cannot tell you 


_ offhand. It was an entirely separate company, the Ontario 


Power Company. Until the l=st couple of vears it was 
entirety separate company, when it was decided that it 

| should be run as part of the Hydro, but up to that time, as 

. I say, tt was always a separate company. After the 

‘ shares were all in we had to have our Annual Meetings, and 
everything had to be done in accordance with the requirements 


of the Company. 
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Q--Who were the directors of those companies you have just 
taken over in the clenn-up deal ? A--Some of those 
companies have five, some seven and some nine directors. 

Q--Would they be made up of officials of the Hydro ? 

_ A--Absolutely. 

3--And have they taken action in any of those as to the 
salaries to be paid you people 7? A--Not yet. 

Q--They would just have ss much right to vote those 
Salarics in this case as in the other case, legally? 

A--I am not prepared to give you any legal opinion just now. 

Q--Would you scy whether that is so or not ? 

A--I would prefer to have our Counsel determine that. 
Personally, I think they have. I was confirmed in that -- 

Q--I think the auditor raised the question in his report, 
did he not ? A--I don't think so, because he took the salary 
himself. . 

COMMISSIONER R. A. ROSS: 4-7 The Ontario Power Company 
is still a company? A--Yes, sir, and has to be until the 
Trust Mortgages are paid off, it has to be operated as a 
company» 

THE CHAIRMAN: I think it is very proper to operate it 
as a company. 

 GOMMISSIONGR Ro A.-ROSS: i--Did you say a minute ago 
that up until two years ago it was operated as a company ? ; 

A--Since that time the auditors have a different way of book-~ 
keeping, or something of that kind, which Mr. Clarkson dis- 
cussed here. 

--That is referring only to the auditors ? A--Yes. 

Q--Not referring to the organization of the company ? 

A--Not at all. 

COMMISSIONSR HARRIS: Up to two years ago 20 per cent 
of the stock was outstanding ? A--Not 20 per cent. | 

Q--Since then thay have got that all in ? A--Thore was 


gome of the stock held in sugland and we could not get that 
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back during the war, because there was some difficulty in 
getting that stock transferred. After the war was over then 
we got after it, and all except two or three shares,- and 
that we had difficulty in locating, but latterly we got all 
the shares transferred, There was about 90 »er cent secured 
at the time of the purchase, 
THE CHAIRMAN; Q--Mr. Pope, when are the Annual Meetings 
of the Ontario Power Company hela ? 
A--Well, sir, March I think 4 is, 
Q--You have a fixed @ate each year ? 
A--The Bill provides for it, 
Q--Do you recollect which year it was that the share- 
holders ratified the action of the directors ? 
A--Every year, all that the directors aid, 
Q--Oh, yes, but I mean those increases, would they be 
Specifically dealt with, or just dealt with in general? 
A-~I don't think it was specifically dealt witk. 
COMMISSIONER HARRIS: --There is to be a proxy for 
the stock outside of those fourteen shares ? A-~-Yes. 
a-7-In whose name was that proxy issued, 
A--I would have to look that up, Mr. Harris, 
Q--Would you look that up and ict us know ? A--Yes. 
THE CHAIRMAN: Q--Do you kecp the Minutes, Mr.Pope ? 
A--I do, sir. i ) 
Q--lhat services do you especially render to the Ontario 
Power Company for your salary? A--Everything that happens 
in the Ontario Power Company. 
4--When the Chippawa was built that added a g00d deal more? 
A--¢ did, very much. I got nothing extra, excent for the 
Ontario Pome Company, 
Q--And you got nothing more for that, except you took 7 
over the company ? A--I¢ greatly increased the work of a 


few of the officers, 
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Q--When you took over the Central ntario, did you get 
anything extra for that ? A--KK.. sir. 

Q--That increased your work, didn't it ? A --It did. 

qQe-Were there any others which you took over which increased 
your work? A--They all increased it very much, but I 
got no increwse . 

Q--The only increase you received was on account of the 
Ontario Power ? A--Outside the Hydro. | 

G--That is the only one ? A+-Yes, sir, end that was done 
immediately the companies were taken Over. 

Q--Immediately the companies were taken over ? 

A--Immediately the sale took place, Immediately after that 
the salaries were fixed for the officers of the Ontario Power 
Company, very shortly after that. 

Q--And there is no specific resolution authorizing it ? 

A~-Resolution of what ? | i 

g--Of the shareholders ? 4A--I think there je . 

Q--I thought you said it was just in general terms? 

A--I think there is one as to that. 

Q--You think that is a specific one in this case ? 

A--I think so. | | 

COMMISSTONER HARRIS: Q--That would be done by the 

directors ?  A--Yes, and approved of by the stookholders. 

Q--When you go to the stockholders you have that general 
blank resolution ? A--I think so, but I am not quite sure. 

THE CHAIRMAN: Q--You have the minutes there in the books? 

A--Yes, sir, and you have had access to everyone of them. 

Q--I haven't personally ? A--Your people have, Hierything, 
I may say,hus been placed at your disposal. 

Q-- Are the minutes of the shareholders’ meetings in the 
same book as the ninutes of the directors' meetings ? 

A--I think not, 


Q--Did not someone in your office tell our represontat ives 
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that there were no minutes of the shareholders! meetings ? 
A-~TI camot tell what they told your representatives. 
COMMISS IONER HARRIS: .--Are you secretary of the Ontario 
Power Company? A--Yes, six. T don't know what your peonle 
have been told 
THE CHAIRMAN; Q--They haven't seen any shareholders* ° 
meetings at all. 
A--There have been shureholders' meetings helé. 
Q--You are quite mre you have records of shareholders? 
meetings? A~-TI sm sure we have. 
Q--Is there a special hook for them ? A--I cannot tell 
you that now, 
Q--That is rather an important company, and you meet once 
a year vo 
COMMISSIONER HARRIS:  Q--Do you keep the Minutos of the 
meetings of the On; ario Power Company directors and share- 
holders ? Ar-Yes, gir. 
THE CHATMMAT: Q--How often are the directors! me etings 
held, Mr. Pope ? 
A--Oh, at intervals. 
i--Sometimes six months between then ? <A--It is possible, 
but I don't think so, though it is possibhe i¢ may be 80. 


Q--Then if one of us, or our renresontative should fa to 
s 3 


-your office he could see your Minutes of the Shareholders! 


meetings? A--The Minutes are all there, 
G--I think I will go myself, accept your invitation end tale 
& look at them? A--Everything is right there. We have 


endeavoured to proceed regulariy and I hope we have succeeded, 
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PF. A. GABY, Examined. 


THR CHAIRMAN: Q--Mr. Gaby, we subpoenaed Sir Adana to 
appear hore this morning and he is not here ? 

A--I had word from Sir Adam last night that, under 
Doctor's orders, he was ordered to stay in and go to bed, 
in view of bronchial trouble that he had. He has had it 
for at Least two weeks, more or less, off and on, trouble 
with this throat and the bronchiel tubes, and it is, 
apparently, a great deal worse today tham it has been in the 
last few days and, as I say, he was ordered to romain in 
by the Doctor. 

$--Have you any authority to say when he will be prepared 
to appear ? A--No, I could not say. I expect, if he is 
suffice iently recovered that he will be here some time next 
week, but I don't know just what will happen in comiection 
with this illness of his, whether he will be sufficiently 
Well enough to attend or not. 

Q--Our work in completingthe hearing on the Ontario 
Power Company cammot be finished until he appears. He was 
to have appeared at our last sitting. We sent Gone GO° 
him, and we understood that he wold te here, but he did 
not appear then although he was campaigning at the time 7 

ewe), I don't just what the circumstances were in the 
last . hearing. 

Q--Of course, as you mow, Mr. Gaby, in the cage of the 
Court when a witmess is subpoenaed he will have to produce 
3 Doctor's certificate in order to be excused. 

A-w-Sir Adam sent word to me last night stating that hs 
had got the subpoena, and shortly afterwards he sent | 
word over the private line to me to aavise yu of the 


x 
situation, so that you would know the reason why he was not 


here this morning. 
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Q--I think you should have gone rather further than that 
and given us some statement as to when he is Llikbly to be 
able to appear, because,although we wish to oblige him as 
much as possible, you must remember that our work has got to 
go on ? A-+That will all depend as to the condition he 
is ine He is not in good shape at the present pie |. 

* know from my ovn personal knowledge that he is in very 
poor shape, in poor health. As far as this bronchial trouble 
is concerned, he gets it every year about this time, and he 
really should be confined to the house,as I have told him on 
a number of occasions, till he overccmes the evil. 

COMMISSIOINR HANEY: g--‘ou are not his Doctor ? 

A--No, sir, but I know what has happened in three or four 
years as far aes Sir Adam is concerned. I know that one 
year he continued to go sround with that trouble and the 
result was pneumonia. 

THR CHS IRMAN: Mr. Lucas, as legal edviser for the 
Commission, we must have some assurance that he will appear 
as soon as he is able to be out. 

HON. MR. LUCAS : Oh, he certainly will. When would it 
be convenient for the Commission to meet here again 7 

MU CHAIRMAN: We are meeting at Windsor on Thursday of 

next nie We should Like to heve heard him before then. -, 
| HON: Ui.~ LUCAS: Kell, we can wndertake to let you 
know how he is progressing. vi 

‘THS CHAIRMAN: Perhaps you would have some word by 
tomorrow. 

HON. MR. LUCAS: Perhaps we may, yes. 

‘THE CHAIRMAN : Cen you let Mr, Bowor, our secretary, 
know then ? 

HON. MR. LUCAS: Yes, we can communics e with hin. aL 
Siy Adam is ill it may be indefinite, but we will keep in 
touch with your secretary and let him know. 


MR. POPE: I should think about Tuesday would be safe, 
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‘I don't think he will be able to come out before then. 
THE CHAIRMAN; I would just like to know what the 
prospects are, 

Mee TrOPWe  "r dh cutee sees Tuesday. 

THE CHATRMAN: Well, Tuesday might suit us. 

HON. MR. LUCAS: You had better not fix the time 
till we communicate with the Secretary. 

3 CHAIRMAN; As soon as you definitely know when he 
can be here we can fix the date, Mr. Iucas. There is the 
possibility that on Tuesday he may be able to be here. 

MR. POPE: I think thus may be possible, if he is no 
WOFSG.: | 

THE CHAIRMAN: If some of the others of you are prepared 
to tell ws all about the policy of the Commission, and so on, 
we might accent you, but there is a diffidence sometimes on 


the part of yaa men on that point. 


Ce ed ee ee ee 


TH CHAIRMAN: Mr. Gaby, what we want to speak to oa 
about is in connection with some matters that came up 
at the hearing at Cornwall the other day, at which Mr.Jeffery 
was present. 

There Was ARE aoe in one of your letters to am under- 
standing which is said to exgsS between ths Commission and 
the Cedar Rapids Company by which they will not supply power 
in the Cornwall district without your consent. What is the 
nature of that understanding ? Is it a verbal one, or is 
it evidenced in writing ? A--That I cannot say, Mr.Chairman, 
whether there is anything in writing or not, but I know there 
was some understanding batween the parties, and Sir Adam | 
will probably be able to tell sou more definitely on that 
matter. 

Q--This is what your letter says, Mr. Gaby, written by 


yourself to Mayor Chisholm of Cornwall, dated February 
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24th, 1921: 

"On the return of Mr. Jeffery to the office, I 
am informed by him that you are anxious to know the 
understanding between the Commission md the Cedar 
Rapids Cempany regarding the supply of power to your 
municipality and the district adjacent. I wish toe 
confirm Mr, Jeffery's statement that there is an 
understanding between the Commission and the Cedar 
Repids Company to the effect that the Commission will | 
take charge of all increases fer power in this district, 
including your municipality, and that the company 
will in turn not.compete with the Commission." 


A--That is my understanding ef the situation. As to whether 


-TI have got anything in writing I would have to look up the 


a--Mr. Jeffery said he thought it was ea sert of a 


gentlemens' agreement ? A-- I think it is entirely that. 


We have a contract in writing, but as to whether that includes 


the undertaking that they are not to deliver any more 
power then they are generating from the St. Lawrence Pewer 
Company is another matter. 


Q-dThey are not to compete with the Commission, is what 


you say in this letter ? | A--Yes, that is our understanding. 


j--Mr, Jeffery says: 
"Y wont to Mr. Gaby and he gave me the understanding 
it was a verbal arrangement -- a gentleman's agreement - 
made with the company whereby they would not compete 
in the district with us.” 
Is that correct ? nage t® whether there is anything 
in writing -- 
a4--He says he does not think it is in writing ? 
A--I am not so sure about that. 


Q--Well, then the President of the Board ef Trade of 
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Cornwall appeared before ua, and this is what he said, 
this was the question; 

"Do you know anything about a letter from the 
Commission stating that there was an understanding 
between the Commission and the Cedar Rapids Company? 

A--I have a copy of that letter on our Board of 
Trade files. 

4--Did you mike any inquiry as ta whether that state- 
ment was well founded ? A--OQur Beard did make 
inquiry and that might have seme besring on the 
matter. 

Q--What did you find out abcut it ¢ 

A--We found out, sir, that we could get power 
from the Cedar Rapids Company. 

Q--That there was no such understanding 7? 

A--I was not one of the delegation that interviewed 
the Cedar Rapids Power Company, but to my knowledge 


that was the information that there was no understand- 


Inge w 
A--Well, the understanding we had, as far as I remember the 
which 
discussion, in conference * 7 we had with Mr. Davies, who 


was President of the Cedar Rapids Company -- 

wea-Did you Bee him personally? A--I was at a conforence 
at which he was present. 

Q--And that was at that conference 7 A--That and other 
conferences. 

Q--And other conferences whieh you had with him that ths 
understanding was arrived at ? A--Yes. I don't know 
that their Manager down there knows about it at all. 

4--There were several things that we asked Mr. Jeltiery 
to produce to us, and on the 5th December we wrote a letter 
to fe Commission, attention of Mr. Jeffery, calling his 


attention to them, giving in detail a memo of what we regnired, 
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but although it is nearly a month ago we have not had a 
reply to this since that time. 

MR. JEFFERY; I might say, Mr. Chairman, that some of 
that information will require at least three weeks. We hav: 
had men working on it ever since you wrote the letter. I 
asked Mr, Pierdon how long it would take to get it out. 
That was the information regarding the amount of purchases 
from the Eugene Phillips Company, and we have to go through 
our records running back for s number of years, and they 
are very voluminous. We have had men on it now for almost 
@ month, and Mr, Pierson says it will take at least three 
woeks or a month longer. 

THE CHAIRMAN; Just to look into the correspordence 
with the Bugene Phillips Company ? 

MR. JEFFERY; It is not correspondence, it is looking ~ 
of the Commission's orders running back for a number of 
years, and to check up the prices from other companies, 
which i8 a very big job. 

THE CHAIRMAN: Well, it seems to me that that is rather 
more than we would require, 

MR. JEFPERY; That is what we were asked for at 
Cornwall. I difm't question it at all. 

THE CHATRMAN: Which question is that, Mr. Jeffery ? 

MR. JEPFERY:; I don't know whether it is on this letter 
or not. 

THE CHAIRMAN: I don't see anything that, to me, would 
entail anything like that amount of work. 

MR. JEF®ERY2 There was another letter, probably it is 
in it, but we were asked for that, for certain information. 
Tg it not on the other letter, I haven't got a copy of it 
heree 

THE CHATRMAN; Oh, I see. 

MR. JEYFERY: That is a very big job, answering that 
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particular one . I might say, Mr. Chairmm, that if I hed 
known that you were going to have a meeting this morning I 
could have had an enswer to all this ready prectically. 

THE CHAIRMAN: I don't think there is any great 
smout of work required by that letter of Sth December. 

MR. JEYSERY: ff Tohad had a day's notice I could 
have had these allenswerea, but I have not got them in shape to 
give you now, 

THE CHAIRMAN: It isn't necessary to wait till you 
have evérything ready. You conld furnish us with what 
mater ial you have availablo-. 

MR. JRMRPERY: I have had men digging that information 
up but, as I say, If I had had a day's notice I could have 
had nearly ali that here this morning. 

THE OHAYTRMAN: If any request involves a great 
smount of work, such as you suggest, it might be well to let 
us know that and we may modify the request, so that you 
gould do it in less time. | 
WR. JEFFERY: I called Mr. Bower's attention to it. 
THN CHAIRMAN: I never saw this letter. | 
MR. BOWER: Not me, Mr. Jeffery. 

MR. JEPPARY : I was talking to one of your men about 


the amount of work that would be required to answer that 


particular question. 
MR. BOWER: I do not recollect the conversation, 
Mr. Jefferye 
M2. JEPTSRY: I am not sure whether it was with yourself 
or not. 
MIE CHAIRMAN: I think you did say it was a cohsiderab!. 
emount of business that you did with the Eugene Phillips Comps. 
MR. JEFFERY: I don't know just what the amounts were. 
THE CHAIRMAN: The one you referred to is evidently 
the letter of December the 6th. 


MR. JEFFERY: Yes, I believe it was another cate, bu% 
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we can get all the answers to those questions. TIT could have 


them ready by tomorrow night, but I am excepting that one. 
| THE CHAIRMAN: Oh, well, send them along, will you. 
MR. JEFFERY: I am sorry I haven't cot them ready 
for you. 
MR. POER; an fairness to “r, Jeffery, I might say 
that I only got your message Biot 5 o'elock in connection 
with this mecting, and I called him at once snd showed him 
the notice. That was delivered to me about 5 o'clock. 
THE CHAIRMAN: That is not very long notice, certainly. 
Q--Mr. Gaby, do you know anything of the price quotation 
given to the Eugene Phillips Company for location at or near 
the limits of Cornwall ? A--YeBo 
Q--What led to the change of the quotation 7 
A--Well, in the first place, we had fully expected that 
the municipality of Cornwall would become a partner in the 
undertaking with the othcr municipalities when the first 
prices were given to the consumers within the municipalities, 
or adjacent to the municipalities, and we had considered thas 
they would Meee becone a partner in that undertaking, 
bedause their franchise was expiring within a few years, 
and that the: would eventual ly eecbue & partner, and we hat bev 
given some Basher py the various neotings that they hod nad 
jin reference to the extension of the frunchices, and the bylaws 
which had been placed before the people of the municipalitics. 
Subse.juently, a by-law wos placed before the nunicipalluy 
in which an extension of franchise was given to the present 
company of some years. 
y--Hot an exclusive franchisc¢ ® A--No, but an extensiv.a. 
Therefore, we hai no municipalities to assume the Liability 


for any custom within that municipality. 


Q--But was one of the conditions that the municipslity shou « 
assume the responsibility? A--No, thers was no ¢ondition of 


that kind attached to it, as I remember it) put, just simply 
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an explanation in connection with it. 


1--So that really both estimates were submitted without 

any liability on the part of the municipalities $ 
-A--No, no express liability. 

(Q--Did you experience a change of heart after the vote 
had taken place 2 A--Well, we knew then that this vote, as 
I remember it, was reversing the previous vote of the 
municipalities in roference to extasion of franchise, 
therefore, we knew that there would be no possibility of 
obtaining a contract from that municipality for a number ef 
years on account of the extension which they had given to 
the present existing company. 

y--If the vote had been the other way wo:ldn't the estimates 
have been changed? A--I doubt whether they would, because the 
municipality would have been taking power from the Commission 
within one or two years. 

Q--They might have cote in then ? A--In all likelihoos 
they would have. 

g--Would you assume they might come in ? A--Because 
they had turned dom the franchise, yes. 

Q--Why should you have made that change to this particular . 
company just because of that ? A--Because the other 
municipalities Were ssauming the whole responsibility and 
we, as trustee for those municipalities, were assuming the 
whole resvonsibility in reference to that contract. We, 
therefore, had to take full responsibility for it on behalf 
of the other municipalities. 

Q--And you felt that there was an opportunity to issist the 
municipalities which were bearing the burden ? 

A--I should say so, yea. In other words, we should not make 
an imprudent contract, or some municipalities in that 
district sssume the amount of power that this company would 
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Q--When you gave them the original estimate you had no 
idea of lines being installed ? A--No, because tt was a pari 
as I remember it, of the first consideration, that is, 
as to the use of these lines within that district. 

j--Do you think it right to discriminate aga ins $ 
municipalities in that way, that is, turning business, 45 it 
were, to the municipalities which have contracts with you 
in preference to those that have no contract with you ? 

A--We were dealing with individuals in connection with this 
proposition. 

Qe-But the fact of increasing the estimate given to the 
Bugene Phillips Company if they located at Cornwall would be 
to make them Look jn some other direction , or put the others 
more on an equality ? A--Not necessarily. Those 
rates are lower there than Brockville. 

Q--Oh, yes, but they are not nearly as low es they were 
in the original estimate? A--Probably not, because the 
conditions under which the estimates were prepared wore 
different. 

Q--And that difference was that they had voted then to 
continue the franch ise ? A--No, that. Was not the 
contention. The contention was that we had : take into 
considoration the vossibility of those lines not being used 
after the termination of the contract with the company, there: 
fore, we had to, in some way, obtain the necessary moneys out 
of revenue to wipe out the investment in connection with that 
undertaking. 

q--Couldn't you have secured yourself in the contract with 
the company against any possible loss in that way ? 

A--No, there is nothing in that except the carrying out of 
the terms of the contract. 

W--What is the term of contract? A--Ten or fifteen years. 

Q--For how long was this franchiseextended? I am under the 


inpression -- I speak subject to correcttion -- that it was 
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for a shorter period than the term covered by the Hugene 
Phillips contract ? A--Yes, eight or ten years, I belic” 
it was. 
Q--I @o not see hardly what bearing that would have on 
the price ? A--Well, that, as I recollect it, was the 
only real considerationthe Commission gave to the change 
in prices. 
-Q--Mr. Jeffery, at the Cornwall hearing, was asked; 
" Q--What occurred between April 8th and September 22:: 
to make the raise in your price of $3 and $4 ? 
| A--It was tho Cormmwall By-law issue and the repre» 
Beat tons of the other municipalities on the syston." 
Do you recall the other municipalities making representatious 
to you that it would not be fai to them to quote the price the 
you had to the people of Cornwall y 
A--I don't know that they interfered with the price that wa 
gave to the company. The delegations may have stated that 
it wasn't fair to them to enter into contract with this 
eorporation in that district in which they were assuming tho 
whole responsbility, unless we had sufficient in store 
to take care of-that contract and redsem the expenditure mda 
by the Commission. In other words, we are acting ss 
Trustee for these municipalities, and they were issuming 
the whole responsibility in connection with thet contracts 
j--I see yow point, I think it is arguable. You have 
contracts, though, with other private concerns in the 
vicinity of Cornwall, have you not ? 
A--We have, yes. 
Q--In and about Cornwall ? A--Just at the limits of 
Cornwall. 
Q--And it would seem to me that there should be no dis- 
tinction between them and the Eugene Phillips Compeny in 
the matter of price, or should be none ? A--I don't know thi: 


there was, because the price that they had -- I think the 
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presont concern that is taking the power is paying as high 
as $28, 1 don't know, $28 or $27. 

a--Mre McLeod, the member in the Legislature frem that 
district, pointed out the other day that this lotation 
was in the township of Cornwall ? A--Yes, it went through 
the municipality. } 

qenand the fact that Cornwall, that is ths town of Cornwall. 
turned down the policy and voted to extend the franchise 
should not have peer permitted to prejudice the tovmship? 

A--You see, the lines that are constructed there were 
high capacity lines which would be of no value, as far as the 
township is concerned. I mean lines of greater capacity 
than necessary. 

Q--Cornwall had no chance of getting any power from anyone 
but the Hydro then, so that there was no competing company 
that they could have called in when you raised the rates ? 

4--Not that I know of, only in small cuantities. 

I might qualify that last statement, providing the company 
then in existence carried out the verbal understanding 

or otherwise that had been reached with the Commission, that 
they would not compete within that district. 

Q--Yes. Do you think it is a just policy for the Commis sicn 
to coPeider more favourably the municipalities which might te 
called Hydvo municipalities as against the municipalities that 
are non-Hydro mundoinel ieee ? 

A-~-I think they shonld consider the contracts for the 
delivery of power, etc. taking into consideration the 
length of time the power had been delivered there, and the 
responsibility of the Commission respecting those consumers, 
and that is what the Commission did, They did not discrimin- 
ato. 

Q--it is clear in this case, I thiuk, pretty clear, that th 


Tugene Phillips Company would have located at Cornwall if the 
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had been no change in those rates after the by-law was voted 
on 7. A--That I don't agree with, I don't think a0. 
| i--Well, they wrote up to you asking for the contract ? 
A--Yes, but that was for the consideration of a site on 
to the cast of Brockville compared with the. Comwall site, 
but ie Jot the site to the west of Brockville which 
wes more suitable, as far as they were concerned, and if you 
will refer to the letter of the company they stated it was a 
matter of their judgment and report of their officials, that 
that site was more suitable even if the power did cost more. 
MX. JEPSERY: I might say theré, Mr. Chairmen, the 
evidence of Mr, Johnston of Brockville shows that the company 
had dedided to go to Prockville before they received our 
letter giving them the increased rate. That is in his 
evidence. 
THE CHATRMAN;: I¢ is rather strange though that they a 
should have written asking for the contract. i 
MR. JEPFERY; It was prior to that they had written. 
MR. GABY; They know what the rates to Brockville were 
before they had received the extra Cornwall rate . 
Q--Did you lower the rate at Brockville ? A--No, it was 
just the one that was given to then. 


Q@--Did you yourtelf, or eny of your officials, bring 


influence to bear upon the Eugene Phillips Company to 


locate at Brockville ? A--No, we had nothing whatever to 
do with it, We did not know of the circumstances or what 
Pee ondicicuaiwere: ike oO neteel ee fact, it was only in 
the final details of the contrac’ that we knew of the location. 
We knew it was within a certain area. We had to know that to 
prepare the road, but that was all we did kna@. 

Q--Didn't you urge them to go to Brockville ? A--No. 


Q--Didn't you use your position as a customer of theirs, 


and having an influence with them, on that account.to go to 
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Brockville ? A--No, sire 

Q--What did Mr. Grant of the Eugene Phillips Yompany mean 
when he said "the Hydro put the guns to us"? A--I don't 
remember of him ever making any See WR ME a is what 
Mr, Robertson gays he told him ? A--No, sir, We knew 
nothing about thoir location other than they were in certain 
districts. 

Q@--He did not wish to tell us, but he said to myself 
"Why, we locateé in Srock¥ille aftor the Hydro »vut the guns 
to us"? A =I would rather take Mr. Grant's letter, of 
which we have a copy, then to take hearsay in connection with 
it. 

MR. JSPPURY; I understand, Mr. Chairman, tha* Mr.Grant, 
having heard what was said by Mr. Robertson, states that he 
did not make any such statement, and he is willing to write 
you to that effect. 

THE CHAIRMAN: I think he should appear before us. 

We should have the right to question him on it. If think 

that in justice to the Hydro and to hinself he should have & 
hearing, if he did not say it. Mr. sobertson, I suppose, 

is a reputable min in Cornwall, President of. the Board of 
Trade there, and he told us unwillingly. He was pressed tO 
say what Mr. Grant had told him, md that is what Grant said, 
and it was shown that the Hydro is a large customer of the 
company and, no doubt, its word would goa long way with it. 

MR. GABY: Well, we did not make any representations, as 
far as the Cormission is concerned, to my knowledga. 

H--Of course, you eannot sneak for all your ofricials, 
Mx. Gaby. Some of your officials in that locality might 
have been more zealous ? A--I doubt it, I don't know of any 
offdeial that would make such a statcment as that. 
Q--You know, I supnose, that there is & good deal o2 


foeling in Cornwall about it? A--True. They have been 
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~2187- 
treated fairly, as far as those contracts are concerne:, there 


is no doubt about it at all. 


Q--Well, they knew that if they accepted the contract ~- 
there is no doubt the second contract rates had an influence 
on the location of the industry ? A--No, I doubt it. I 
doubt if they would have had an industry no matter what the 

rate was. They didn't get that second rate until they had 

already dedided to locate at Brockville. I doubt whether 
that would have had any influence on them at all. 

Q--Then the Hydro rate would not have been changed -- 

A--That might have been possible, yes. | 

Q--It was on August 20th, about two months after the vote 
was taken, that they wrote to Mr. Pope asking that the draft 
of the proposed contract be submitted. | 

COMMISSIONER R. A. ROSS: Mr. Gaby, was the final rate 

given to Brockville higher or lower than that given to 

Corhwall? A--It was higher. 

Q-~Then there wouaa they aly be any inducement from that 
point of view to go to Brockville over Comwall? A--No. 

4--In the one case you were dealing with a Hydro 
municipality which had a permanent contract of long life © 
with the Hydro, and, in the other case you were dealing with 

a private Perens orien a private company for a short term? 

A~~Yes, Sir. 
y--That would meke a difference ? A--Yes, 
j--Why ? A--The question of retiring the investment that 
was made there pn account of the development for a period of 
ten or fifteen years a3 against a period of, say, thirty years. 
Q--In other words, when you have a municipality once as 4 
customer you presume they would oly eo customer forever ? 
A--Yes, forever, a5 a partnor in the ownership of that aystem, 
they would assume the liability, 


Q--The Tovmship has made some complaint. If Cornwall had 
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come into the Hydw mimicipslities it would have been a 
benefit to the township? A--Yes, 

i--And when they didn't come in they have no right to 
complain, because there was no benefit when Cornwall didn't 
come in. If they expected to derive a benefit, as the 7 
naturally would, and claim it in one case, why shoulda they 
complain when Cornwall didn't come in and they don't get the 
benefit ? A--I don't see why they should. That is a 
conditipn, anticipating the actions of some other third party. 

THE CHAIRMAN: Q--What effect will the placing of the 
industry at Brockville have upon the price of power in 
Brockville to the publi generally ? A--I would say it 
would probably make a difference of ¥20, $15 or $20 per h.p. 
per year. 

COMMISSIONER HANEY: That is, it will lower the price ? 

A--Lower the rates, In other words, the company will assume 
a certain share of the burden of this transmis sion line. 

THE CHAIRMAN; Q--And that will enmre to the benefit of 
Brockville ? 

A--To the benefit of the customers in Brockville. 

COMMISSIONER R. a: ROSS; Q--Mr, Gaby, is your policy 
in the Hydro to carry power as far as you can on your lines ? 

A--Yes, wherever it is needed, 

Q--S0 that the location, apart from any other consideration, 
in Brockville is a benefit to the whole community, by reason | 
of the fact that that load pays its transmission charges up to 
a greater distance than it would if it came to Cornwall ? 

A--As a matter of fact, it benefits all municipalities 
entering in or using the lines from Cornwall, or the station 
just outside of Cornwall to Brockville. That would mean 
Winchester, Chesterville, Prescott and Brockville, and other 
municipalities that are comecte® to thee lines. 


4--50 in the interests of your clients, generally, you are 
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| -2189~ 
very well satisfied to have it go to Brockville ? 
A--Very much more satisfied than at a station where it would 
be of no benefit. 
COMMISS TONER HARRIS: What was the price at Brockville? 
A--Today ? Pe | ) 
oes ? A--What is the cost at Brockville or the price? 


\ 


Q--Price? aA--It varied from #31 to ¥35 per hope 
COMMS GIONTR HANBY; 4--That is for OR? PPT TINF f.. 
A--That is for the cuantity of power that was estimated 

in their contract. 

COMMISSTONNR HARRIS: What did you bay the Cedar Rapids 

power for ? A--$15, 120,000 volts. 
Q--When would you expect to reduce that price from $15 
to $20 ? A--Well, the cost of powar previous to the taking 
on of this contract ran in the neighborhood of between, 
from $50 to $60 per hep. to Brockville. Now, the delivery 
of that amount of power under the contract, to the Eugene 
Phillips Company, would reduce the cest dovn to $31 to $35 
per h.Pe 
 Q--That $15 to $20 reduction is not on the $31 to $35 ? 
A--No, no, it is on the cost of power to the mun deipelity 
before this contract was made, or before this company 
takes the quantity of power it is required to take under the 
contract. 

COMMB SIONER R. a. ROSS: 3_-You say you have a contract 
with the Cedar Rapids Company that they will not compete, 
whether that is a signed agrecment or a gentlcmens'’ agreement 
would you have made a provident contract if you had not 
included some arrangenent of that kind? A--We would have,ves, 
becauge we would have then two parties operating, duplicating 
our lines, and competing with them for business in that distric’ 

Q--Have you ever heard of a company situated such as 


your Commission is purchasing power in bulk from another 


oe we reg: ash 
8 ie ou srt gt aon 


ie re tatt ae 1b On tue ate eae Bu) oy \ y pers rs ‘ os 
i\ i a : ¥ Senay Sani Sah RUA cde ae gt , | | a we 
he) a be ‘a seahed at “od 210% 5 ro teict tie yea aici ea 


‘ Soa yin Eon a : eS sa¥tor 90 060k tha a 
OSE no pokin had conker a 3034 


iy “pabter ould - ot enohrern towor a" #08. aie, oo 


xe ites: silt sro, 4 “Verunrate old tbs" | | Ja 
i: ortega edt ot tonstse6 sagt abbr row t6. inoue . 
MA aay ot L8G of) sarots Pao: ond acuBor iio ton 


re 


4 
ie 
PAS 


oe tit exrhods oe eat ofestsoq ie tage sai 40 ar we eh ‘ 
| qaaqao9: at at att okad bie D) “fost daw" Fomkatos’ alae 


emt so tous aed ‘ot Ho rieox oak oi “f ee %0 di ttnsp oe 


{ 


Net} Pai Melis fly y i ey i “af 


ihe : ' 
HonwHes a ercd) uot was wete lly eked a Te ‘maaore g a A800 aye. 
La Aas: ; Atak mh "he iM 

pad oyeo 4 ton. Dire mead dant ried yao, ‘ebiqet “cabad th ‘adie . 


faonootga Vea fi (rg 4a 9 en ee x et ved cecil 


pay, o av cd | Bis W - o> dh #h ws bade 2 to. sida ainda 90H ere 


ws 2 


i eae 
3 gitdkest Kenh | qitk: tee og aol Preaney owt Snonie evod binow hid ean 
é eee ‘ i . tin 
ne ob atu bh faa. tid aa uk ats o0't an sone gatteqaca Bas. pes 
ne a : - Be Hos S bata ash be neice & to. wraed tava 0% ore 
, : eS : 


na brid {*- baat my , 
eae re dhose fore rit id at 0 Fay ant ado te ‘a ‘notae i008 


; 1 i 


TRG Fn 1 te ee ee iy ee We aa ia 
ae eats « | ieeas | , oi) , * J ‘i r a iin} cee Ty rie i - wae i oe He 


~2190- 
company, that it didn't reserve to itself, free from the 
competition of that company, a certain district ? 

A--I have not. 

THE CHAIRMAN: Eow was it, Mr. Gaby, that it was not mad e 
a term of the contract ? As you realize now, you have the 
word of a man, Geant that they have given their word, 
which is deniea, dovmm there, and they can come in and compete 
with you, and you Sei anit stop them at all ? 

wel an not sO sure as to whether there is anything in 
writing or not. 

Q--Could you tell us whether there is or not ? 

A--I will investigate and see. 

g--When can you let us know, some time this week? 

A--Yes, I will try and let you have #. 

a--You spoke just now of Brockville and those other places 
as your clients, I think that is correct ? 

A--We are the Trustee of those municipalities. 

Qe-Yes, and as such are entitled to your special considera- 
tion ? A--Yes. | 

Q--Now, the people of Cornwall say that they are your 
clients too, but at the same time we are mien’ this 
undertaking ourselves, as a part of the Province, the Province 
is furhishing the money, which makos all the difference 
possible, and, therefore, we should have been treated on the 
same basis as they were treated ? 

A--If the Government had financed and assumed any responsi- 
bility in connection with that undertaking they might Un eta 
make such a statement, but that isn't the case, for the 
municipalities in that district assume the whole liability, and 
the Province only enters into this undertaking as a banker. 

Q--Oh, no, it borrows the money, it signs the bonds, 
and then advances it to the municipalities ? A--Yes, that 


{s the same position as a banker. it loans the moneys to the 
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municipalities and the municipalities try to return that 
money at a given time. 

j--That is hardly the position, it seems to me, because 
bankers Loan money and make a profit on it, but the Governne nt 
does not make any profit whatever. It incurs a liability 
which, as Mr. MoGarry has pointed out just now, my affect 
the general credit of the Province and, therefore, it 
renders & very substantial service today. The Chippawa 
undertaking would have beeh impossible if it hed teen 
financed by the Hydro itself. It is the credit o2 the 
frovinee that borrows the money and makes it available for 
such undertakings and rendets it possible for the work to go 


on ? Q&--There is no doubt that, so far as these 


“moneys are concerned, the Province does borrow probably to 


petter advantage than a group of municipalities could. 
In that way it is to the advantage of the municipalities that 
the Province should borrow those moneys on their account, and 
it was considered that was the most favourable way of 
assisting the municipalities in their undertakings, but 
these municipalities who do enter into this undertaking assume 
‘the whole responsibility and liability of the undertaking, 
and agree to pay it back, within a certain time, at the cost 
to the Province. 

9--Supoosing I wanted to borrow some money and I went to. 
you and said, I will assume the whole responsibility, you 
just go to the bank and borrow the money and hand it over 
to me. I would be in just the same position as the 
municipalities, but you would be rendering 4 very substantial 
service to me for doing it, and if after you had rendered 
this service to me I had some special clients and I treated 
fae better than I treated you, you might feel that I 
wasn't doing auite the square thing by you. That is the 
argument, as I understand it, of the people of Cornwell? 


A--They had the same opportunity of entering into this 
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proposition, and they have intimated by their votes that they 
ao not desire to enter into any such undertaking with the 
Government. They have refused the’ proposition in which the 
Government would loan their credit for an underta::ing in 
which they are interested. 

COMMISSIONER’R. Ae ROSS: 4--supposing you had two man 
come to you as banker » one of whom said; I will guurantee 
repayment in a certain length of tine, and I will also 
guarantee the paynent of interest on that money, and payment 
of sinking fund, and the other one says nothing, vhat wonld be 
the answer ? A--I would rather take the guarantee, assuming 
that I would be placed in a much better position. 3 

TH4 CHAIRMAN: Q--But in the case of Cornwall they didn "t 
go to the Government, they did not apply for any money at all, 
but it furnished the money that you developed the line to 
Brockville with as a part of the Province, a small part it 
may be, but still if is a part, and the interest which it 
has to pay in borrowing the money is affected by that for 
whatever purpose it might want -- 

A--It may be, it should be -- 

j--I am not saying that the argument of Coynwall jis. sound 
or not, but that is the argument they otk ers to us dow 
there? A--The municipalities down there had the same 
opportunity of entering into such an undertaking, and receiving 
the benefits from the Frovince in the same manner 2s the other 
municipalities. 

Q--it seems to me that doesn't enter into it at all? 

A--Yes. They voted, and that is their right, to fo with 
the private corporation, because they thought it was probably 
in their best interest to do so, 

Q--They were not bound to take it, they could do just as they 
pleased, but theywere, as part of the Province, helpin,: to 
finance this, and they said that being the case they were 
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entitled to just as much consideration as those people you: 
Call your clients? A-~ We don't agree. Where the 
province is lending its credit for such undertakings, 
and unere the municipalities are assuming the liability, 
you ‘aeanet ask those municipalitiesthat have undertaken this 
liability to go and finance a losing undertaking -- 

Q4--Thoy did not finance it at all, they didn't finance 
Comwall ? detox, put they are financing an expenditure, 

The municipalitiss are assuming the respons&bility, and) iffy! 
Cornwall assumes no responsibility for the liability on the 
undertaking why shouldn't the municipalities protect 
their interests within that municipality? 

3--There may be an argument in favour of it, 

A-~I think that it was a question of whether the proposition, 
was equitable or not. The municipalities that were 
interested in the undertaking wished to protect their inter- 
ests in the undertaking in another municipality which had 
assumed no responsibility. They, therefore, wanted full 
protection, as far as that undertaking was concerned, and as 


Trustee for those municipalities we have to see that there is ; 


‘Sufficient money in it to protect their interests, because 


Cornwall assumes no responsibility. We heave insisted on 


this guarantee, simply to protect the municipslities. 
COMMISSTION“R Re As ROSS; Mr. Gaby, supposing that you 
had given the previous rates to Cornwall, the cheaper rates, 
who would have paid the difference between that ond the lower 
rates ? A--If there had been a loss ? 
Q--Yes 7?  A-~-The other municipalities. 
Q--How would that be equated with regard to the other 
municipalities, or with regard to Cornwall, or the Government? 
A--It wouldn't have been equated. It would simply have bem 
a loss, which, as trustee for the municipalities, we could 
not have justified. 
THE CHATRMAN ; Q--Do you make the same dist ine tion in 
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~2194~ ; 
your dealings between individuals, that is, if an individual 
is a supporter of Hydro, and 2 voter for it, omters into an 
ugceement with it, do you distinguish between that individual 
and the people who vote against Hydro ? A--No. All the 
people within that municipality assume responsbility for the 
undertaking, We have no aut hor ity excepting by contract. 

4--Supposing you take this Comwall case; You had people 

there who were voting against this byzaw. Now, in your dealings 


there should you make any distinction between those people, 


that is, between your supporters and opponents? A--There 


would be no difference in connection with one or the other, 

It would be 211 a question as to whether the municipal ity: 

was behind the unddrtaking for which we were Trustee, assuming 
the responsibility -- 

Q--I am not thinking of that. If there were two people 
competing for orders, would you look with greater favour upon 
the man who had backed you up at the polls, say, over the man 
who had opposed you at the polls ? A--No, that would be all 
a matter of contract and tender, If the man who had voted 
aga inet us was lowest we would have to take that proposition. 

a--I ask you that, because at Cornwall they Leonean letter - 
before us from a mm by the name of J.J.Fallon to your 
Commission, dated August lOth, 1922; | 

"It is a very funny thing that your purchasing agent 
refuses to even get a prise from us for the cement for 
the Hydro building, but purchases it from a firm who 
done their utmost against any Hydro in this town. 

Cur price, in quantities, is 70 cents per bag for 
cement, and we would lite to know whet wus paid to 
people who are directly opposed to s11 your dealings. 

When Mr. Rittenhouse was here on the néw building he 
purchased goods from us, we slso loaned him any machiner} 


that we had. IL that business at that time was not 
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"satisfactory, we will be pleased to know." 


end here is: your reply ? A--My reply ? 


Q--Yes, Chief Engineer ? A--Did I write the letter ? 
4-~Yes, signed by yourself per G.P.D. 


A--I didn't see the letter, as a matter of fact. 


Q--I understood from Mr. Jeffery that it was from you? 


A--No, I wouldn't see the letter at all. 
i--However, if went out from the Department to Mr.J.J.¥allon; 


"September 6tn, 1922. 

"We pen your letter of August 10th, and are Sorry 
to note the statements you have made in connection with 
the Commission therein. In reply we wish to state 
that we were considerably annoyed to know that we were 
dealing with a party who does not sympathize with the 
Commission in its policies and endeavours, As a matter 
of explanation, we might state that we only purchased 
some 47 bags of cement in two different quantities. 
When the order was placed for the cement, consideration 
had to be given to Messrs. Acheson due to the fact that 
we had borrowed some 50 hardwood ties from them, without 
chargee if these ties had been purchased, we would have 
had to pay at least 1. apiece for them, 3t camot be 
said that we refused to get & price from you in ccnnec- 
tion with the cement, es we would no doubt have been glad 
to get ego dete bids in the ordinary circumstences, 
You, of course, realize that the field superintendents 
who have charge caf this construction work are not in 
touch with the local conditions in Cornwall, with which 
you are so familiar, and we certainly do not intend 
to deal regglarly with parties such as we have in 
this instance. 


We know thet you are writing this only on principle, 
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"and are glad to accept the criticism as euch. We trust 
that you will accept our explanation in the same spirit”, 
A--Well, now, the policy of the Commission,- there is no 
dist inct ion between tendens/in connection with this proposi-~ 
tion. That was probably wrdtten by our Mr. Drury, one of 
the engineers of the Commission. Mr. Jeffery may be able to 
answer it, because that is the first time I have ever seen 
the letter, or heard of it, 
Q--That is signed by you par G.F.D. ? 
A--ft is all a matter of policy. 
Q--Does this correctly state the position of the 
Commission in that matter ? A--No, it does not, irrespective 
of how a man votes, or what his feelings are in the matter, 
we receive tenders from all parties on mater ial that we 
require for the operations of the Cammission, and if the man 
who had voted against us had the lowest tender, why, we would 
give it to hin. 
MR. JEMFERY: Mr. Drury is on my staff, and the letters 
Which are not sent through to Mr. Gaby or Mr. Pope I sign: 
All matters of policy are sent on to Mr, Pope or Mr, Gaby. 
Routine letters ara handled by Mr. Drury, and these letters 
are signed "Chief Engineer", per his own name. That letter 
was sent out by Mr. Drury without knowledge. 
3--Didn't you kn ow the letter was sent ? 
MR. JEFFERY: No, I referred this letter to Mr.Drury to 
prepare the answer. 
THE CHAIRMAN: It is right from your files, right here at 
your head office, 
MR. JEPFERY: I cannot read all of the letters, Mr.Chairman. 
We have hundreds of them, but when I did see it on the file 
I took it up with Mr. Drury. I took him to task and told him 
it is not our policy to do anything to diacriminate between 


one voter and another on any job like that, and that is not 
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“L197 ~ 
correct as far as we are concerned, and I sm sorry it is on 
the files. | 

THE CHAIRMAN; It was never withdrawn, apparently, or 
repudiated, 

MR, JEFFERY; You understand that Mr..Pallon was kicking 
about him not getting the order, He had obliged us by loan- 
ing us some fifty ties which would have cost us, in round 
figures, about ¥50. 

THE CHATRMAN: The other party loaned you the fifty ties. 

MR. JEMSERY: Oh, yes, I am mistaken there. It was an 
ahtempt by Mr. Drury to smooth out Mr. Fallon that led him 
to put those words in the letter which really do not define 
the Commission's policy. 


THE CHATRMAN: You knew Mr. Pallon was a very active 


supporter of the Hydro in Cormwall, did you not ? 


MR. JEPSERY: Oh, yes, but that letter does not define 
the Commission's policy, and while Mr, Drury sent it out the 
letter was an imprudent one and should never have been worded 
as it was. it did not oxpress the facts in that regard. 

THE CHAIRMAN: Anything further, Mr. Gaby, that you 
would like to say ? i 

MR. GABY: Nothing that I know of just at this moment, 
Mr. Gregory. 

THS CHAIRMAN; Mr. Pope, do you wish to say anything 
today ? 

MR. POPE: Nothing. 

THE CHAIRMAN; Well, then, I think we had better adjourn, 
and we hope to meet on Tuesday. You will find out in the 
muantime. 

MR. POPE: I will keep your Secretary posted, as fur as 
I can, as to the condition. 

THE CHAIRMAN: You know thet we are going to bo at 
Windsor on Thursday ? 
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MR. POPE: I didn't know it. Mr. Gaby told me that some- 
one had phoned him. I would like to know who you want and 


what you went. Windsor means a long way from headquarters, 


and if you can tell us now what is going on up there, why, 


wo will be prepared, 

THE CHAIRMAN; Mr. Bower has written you on that and you 
will get that today. 

MR. POPE: I thought while we were here you might be 
able to tell us. I would like to have it thoroughly 
considered. 

MR. BOWER: ‘The purchase and operation of the Sandwich, 
Windsor & haherstbare Railway will be taken up. 
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